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ORDER

BY THE COMMISSION:

On November 11, 2005, PECO Energy Company (PECO) filed for registration pursuant to Chapter 19 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§1901, et seq., the above-docketed securities certificate under an Amended Trade Receivables Purchase and Sale Agreement with potential obligations of a contingent liability in an aggregate amount not to exceed $60 million.  PECO agreed to voluntarily extend the 30 day statutory consideration period until acted upon by the Commission at the December 15, 2005 Public Meeting.
PECO is a public utility incorporated under the laws of the Commonwealth of Pennsylvania on October 31, 1929.  PECO provides electric delivery and natural gas service to customers in the City of Philadelphia and the surrounding Philadelphia area.  PECO’s ultimate parent is Exelon Corporation, a public utility holding company registered under the Public Utility Holding Company Act of 1935.  
The Securities Certificate relates to potential obligations of PECO under an Amended Trade Receivables Purchase and Sale Agreement (Sale Agreement) that may constitute securities having a term of one year or more within the meaning of Chapter 19 of the Pennsylvania Public Utility Code.  The Sale Agreement dated November 14, 2005 among PECO, CIESCO, LLC (Investor) and Citicorp North America, Inc. (Citicorp) replaces and includes substantially all of the same terms and conditions of an existing Trade Receivables Purchase and Sales Agreement dated as of December 20, 1988, as amended and restated as of November 14, 1995, as further amended and restated as of January 1, 1999, as amended July 26, 1999, as amended May 2, 2000, as further amended and restated as of November 14, 2000, among PECO, CIESCO, L.P., WCP Funding, Inc. and Citicorp.  The Sale Agreement will have a term of 360 days and its term will automatically be extended to 5 years from the date of execution. 
The original Trade Receivables Purchase and Sale Agreement was approved by the Commission on December 2, 1988, at A-110550 F0042 and allowed PECO to sell to Commercial Industrial Trade Receivables Investment Company an undivided floating percentage interest in its accounts receivables in an amount up to 
$200 million.  The Commission subsequently approved a new agreement with the same purchaser on January 4, 1991, at A-110550 F0064 that expanded the principal amount to a maximum of $325 million (subsequently reduced to $225 million) and extended the termination of the agreement from December 1993, to five years after adoption of the original agreement.  On September 28, 2000, at S-00000817, the Commission registered the securities certificate filed by PECO for the extension and amendment of the original agreement for a period of five years to November 2005, and the assumption of a contingent liability not to exceed $60 million.
Under the prior Sales Agreement, PECO sold an undivided floating percentage in the company’s present and future eligible receivables (called Eligible Asset).  The eligible receivables included in the Eligible Asset are receivables among all of PECO’s electricity and gas-related accounts receivable, including Special Agreement Receivables that meet certain credit criteria and other characteristics as designated in the Sale Agreement.  Intangible and competitive transition charges are specifically excluded from the eligible receivables.  The dollar amount of the Eligible Asset amount is currently set at $225 million and will remain at $225 million under the Sale Agreement. 

Originally the sale of Eligible Assets was accounted for as a sale consistent with the Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards (SFAS) No. 77.  Under SFAS 77, this obligation was considered sufficiently “contingent” as to not be likely enough to require PECO to account for it as debt.  The FASB substantially changed the standard governing this transaction through the issuance of SFAS 125.  After March 31, 2001, FASB replaced SFAS 125 with SFAS 140 which sets forth the accounting standards for transfers of financial assets.  Under SFAS 125, and now SFAS 140, PECO is required to treat that portion of Eligible Assets comprised of Special Agreement Receivables as a financing transaction.
As noted above, the Eligible Asset will be treated as a sale except for that portion of the asset comprised of the Special Agreement Receivables.  The Sale Agreement includes a provision which requires PECO to repurchase from the Investor the Special Agreement Receivables in the event of a termination of the Sale Agreement and liquidation of the Eligible Asset.  This obligation prevents the Special Agreement Receivables from being “sold” in accordance with legal “true sale” criteria.  Therefore, the dollar portion of the Eligible Asset comprised of the Special Agreement Receivables will remain on the books of the company as a debt.
The amount of the debt can vary from period to period, depending upon the dollar amount of the Eligible Asset and Special Agreement Receivables included in it.  Under the proposed extension of the Sale Agreement, the amount of such debt is not expected to exceed $60 million.  Through the instant Securities Certificate, PECO is seeking authorization for the assumption of this contingent liability, not to exceed 
$60 million.  The overall program, however, will remain at $225 million.

Because the Eligible Asset was sold to the Investor in the prior Sale Agreement, no additional proceeds will be provided under the new Sale Agreement.  The applicant states that the purpose of the proposed agreement is a low-cost alternative to other sources of financing available to PECO such as bank financing or the issuance of    5 year mortgage bonds.

We have examined PECO’s instant Securities Certificate and have determined that the proposed extension and amendment of an existing sale agreement and an associated assumption of debt securities appears to be necessary or proper for the present and probable future capital needs of the Company, and as a result the securities certificate should be registered; THEREFORE,

IT IS ORDERED:

1.  That the Securities Certificate filed by PECO Energy Company for the extension and amendment of an existing sale agreement and an associated assumption of a contingent liability, in an aggregate amount not to exceed $60 million, is hereby registered.

2.  That within 30 days of the effective date of the Amended Trade Receivables Purchase and Sale Agreement, PECO Energy Company files with this Commission a copy of the Sale Agreement in the form in which executed.

BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  December 15, 2005
ORDER ENTERED:  December 15, 2005 
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